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Malaysia on her way towards a modern economy has undergone economic, 
social and demographic changes which have exerted significant impact on 
medical demand. By employing a two - part decision model, the outpatient 
care demand is modeled as a function of the price of medical care, price of 
home care, externalities to the use of medical care, health status, age, race and 
income. The units of the study consist of the working individuals in the city of 
Kuching where urbanization and modernization provide us with interesting 
measurable variables to analyze medical care demand in a modern economy.  
It is found that more women have utilized the outpatient care and this 
significant gender utilization differences is not attributed to the lower price of 
time. However, contrast to the statistics of developed countries; the mean 
expenditure on outpatient care for men is higher than women. More men have 
poor health status compared with women. The findings reveal that the 
determinants of outpatient care demand differ between men and women and 
support the arguments for estimating medical equations separately. Despite of 
the changing role of women, some evidence on the externalities to the use of 
medical care is obtained.  Our findings also infer that opportunity cost and 
productivity of other family members’ time are important determinants of 
outpatient care demand.  The income elasticity of less than one reveals that 
outpatient care is a necessity good. It is concluded that our finding has 
significant implication for the formulation of health care policy in the country.  
 


















I. Introduction  
 
Like other countries, in recent years, the health sector in Malaysia 
faces continuing pressures to contain cost in achieving her goal of optimizing 
the health of her population. In view of these, there arise a number of growing 
proposals such as proposals to place greater emphasis on private health sector, 
to introduce market rate in public health sector and to set up National Health 
Financing Scheme by the end of 2006.  
  
Despite Malaysia is a developing country, she is on her pave towards a 
modern economy characterized by (1) High and rising Gross Domestic 
Product (2) The shift from agriculture to manufactured sector. (3) Increase in 
women labor force participation. In 2005, about 58.8% of the undergraduates 
are female and this has enabled half of the women into employment sector. (4) 
A high and rising life expectancy of 70.6 for male and 76.4 for female in 2005 
(5) A declining fertility rate from 3.8% in 1990 to 2.9% in 2003. The 
characteristic of modern economy that Malaysia is undergoing is particularly 
relevant to health and medical policy. Higher standard of living as a result of 
higher income, social changes brought by greater women labor force 
participation rate such as fewer children, increase in divorce rate, rising 
number of single families, the substitution of market for home medical care 
have exerted significant impact on the demand for medical care and made an 
understanding of the determinants of medical care imperative.   
 
While Malaysian families are undergoing changes as a result of rapid 
urbanization, study by Sindelar (1982) has revealed that individual’s demand 
for medical care might more appropriately be studied in the context of the 
family. In view of this, an understanding of the characteristic of family in 
determining medical demand is getting important. This is the first study in 
Malaysia which takes into account the opportunity and cost and productivity 
of other family members’ time in determining outpatient demand.      
 
     
II. Literature Review 
 
 The survey of literatures on the demand for medical care shows that 
most works are based on Grossman Human Capital Theory.  Following 
Grossman model (1972a and 1972b), their findings revealed that 
demographic factors such as age, education, wage and health status are 
important determinants of medical care expenditure (Wedig, 1987; Huttin, 
1997; Fan, Li & Li, 2004)     
 
It is well established that the measured income elasticity of health 
care expenditure depends on the level of analysis. Majority of the estimates 
using aggregated data  report elasticities of 1.0 and higher which imply that 
medical care is a luxury good (Mc Coy, 2001).The aggregated approach has 
been criticized for the implied assumption that medical care is homogenous 






few of literatures which based on family survey data found that the income 
elasticity of demand is ambiguous (Huttin, 1997). 
 
The researchers found that the individual’s demand for medical care 
is appropriately studied in the context of the family (Sindelar, 1982). The 
result of their studies indicate that characteristic of the family, past and 
present marital status, spouse labor force participation and expected 
behaviorally caused of loss are important determinants of the demand for 
medical care (Sindelar, 1982; Fan, Li & Li, 2004; Mccool, Kiker and Ng, 
1995).   
 
Most of the studies also revealed the distinctively pattern of medical 
utilization between genders and support the argument for estimating medical 
equations separately for men and women (Sindelar, 1982; Mccool, Kiker 
and Ng, 1995; Fan, Li and Li 2004). Among the hypothesis commonly set 
by them to account for these gender differences in the utilization of medical 
care include opportunity cost of time, home provision of medical care, 
externalities to the wife use of care and expected behaviorally caused of loss 
(Sindelar, 1982; Mccool, Kiker and Ng, 1995).     
 
Since estimation of the demand for medical care equation requires 
the treatment of zero expenditures, a survey of literature found the most 
researchers have dealt with this issue by estimating two part models  which 
assumes that decision to seek care is independent of the decision on the level 
of spending (Sindelar, 1982;Wedig, 1987).  
 
 
III. Conceptual Aspects of the Demand for Medical Care 
 
The theoretical framework for this study adapts Grossman’s (1972) 
human capital theory to explain the derived demand for medical care.  
  
The Grossman model provides several important insights that show the 
way in which aspects of health demand differ from the traditional approach 
which can be outline briefly. (1) It is the medical care per se that the consumer 
wants but rather health itself.  Medical care demand is a derived demand for 
an input to produce health. (2) The consumer does not merely purchase health 
passively from the market, but instead produces it, spending time on health 
improved efforts in addition to purchase medical inputs. (3)  Health lasts for 
more than one period.  It does not depreciate instantly, and thus can be treated 
like the capital good that it is. (4) Demand for health has a consumption aspect 
which implied that health is desired because it makes people feel better and 
pure investment aspects where health is desired because it increase the number 
of healthy days available to work and thus to earn income.  
  
Although Grossman’s model analyzes the individual’s constrained 
maximization in isolation from the family, the opportunity cost and 






seek home and market medical care. The individual will use relatively more 
home or market care depending on the relative composite price (Sindelar, 
1982). 
 
 Thus in this paper, the constrained maximizing problem is basically an 
economic model that formalizes the linkage between demand, price, 
externalities, income, health status, age and race. However the price is 
extended to include the opportunity cost and the productivity of other family 
members’ time in the determining medical demand. An individual will use 
more or less market care depend on the relative composite price.           
IV. Empirical Model 
 
 Equations of utilization are estimated for doctor’s care (outpatient 
care) which is the most common component of families’ medical 
expenditures in Malaysia. 
 
The demand for medical care is considered to be a two part decision 
– making process: whether to use any care and how much care to use when 
the individual choose to use some. These decisions differ because the initial 
decision of whether to seek care is made entirely by the individual whereas 
subsequent decisions involve the doctor. 
 
The decision as to whether to seek care is estimated by the Probit 
technique. The dependent variable is set equal to one if the individual use 
the doctor’s care during the survey year or zero otherwise. The amount of 
doctor’s care used by those individual who decide to use care is estimated by 
Ordinary Least Square. 
 
The dependent variables used in this study is the monthly personal 
expenditure on doctor’s care (outpatient care) which includes ancillary 
services and  payment made by third parties such as insurance, employer - 
sponsored plan and all other sources of payment excluding doctor’s care in 
hospital. Hospital doctor’s care is excluded since the demand for hospital 
and doctor’s care differs systematically.  The inclusion of payment by third 
parties is to avoid the income elasticity derived to be bias downward if the 
observed relationship is between measured incomes and out of pocket 
expenditure which might constitute a small component of the expenditure 
due to third party financing.  Many authors find that medical expenses are 
very skewed and natural logarithm transformation of the expenditure 
satisfactory (Mccool, Kiker and Ng, 1995).  Thus, the log of expenditures is 
used in this model.    
  
Each of the dependent variables is estimated as a function of 
independent variables that are derived from theoretical considerations.  The 
demand for medical care is considered to be a function of income; prices, 






of home care, patient factor like health status and demographic factors such 
as age and race. 
 
Since all the individuals in the sample live in Kuching, it is assumed 
that they are all in the same market and face the same market prices 
including the same distribution of market prices. Medical prices which an 
individual have to pay varies however because of employer - sponsored 
plans, provision of paid sick leave and employment status.  In health 
economics, third party financing such as employer-sponsored plans reduce 
the price consumers pay for the medical care. Thus, following the normal 
laws of economics, people with employer sponsored plan increase the use of 
medical care (McGuire and Henderson, 2000).   
 
A dummy variable on whether paid sick leave is available to the 
individual is included in the model as a proxy for opportunity cost of time. 
Paid sick leave allows a person to gain the benefit of a compensatory income 
when he or she is ill. It reduces the time cost of seeking care and might 
create incentives to increase the demand for medical care. However sick 
leave may also be a form of insurance against loss of health. This could 
reduce the use of medical care, ceteris paribus and the net effect is not 
known a prior (Sindelar, 1982). Thus either a positive or negative correlation 
is expected.  
 
Employment status reflects flexibility on scheduling care and 
constraints on time which may affect the usage of health services (Mccool, 
Kiker and Ng, 1995). Employment status may also explain the variations in 
health coverage such as employer sponsored plan and paid sick leave. Thus, 
a dummy variable on whether an individual has a permanent or temporary 
employment status is included in the model.  It is also a proxy for 
opportunity cost of time. It is expected that individual with permanent job 
status has lower opportunity cost of seeking care and tends to increase 
medical care. Thus, the positive correlation between employment status and 
medical demand is expected.   
       
Income is the total monthly disposable income of an individual. Our 
population of the sample is limited to those who are working and earns an 
income. The personal income is the resources available for him to make out 
of pocket expenditure on medical care. In economic literature, it is found 
that different variables have been used in the computation of disposable 
income. In this study, the disposable income is defined as the total income of 
the individual after tax and Employee Provident Fund since in Malaysia, 
these are the compulsory deductions for a wage earner.  We use the log of 
income in this model.  According to Grossman model (1972), an increase in 
income raises the monetary equivalent of the marginal product of a given 
health stock. It is expected that there is a positive correlation between 
income and medical care expenditure. 






 Marital status is used as proxy to measure the relative price of home 
care.  It is predicted that men generally use less medical care if they have a 
spouse present. This is in part because a higher proportion of men have a 
spouse who is out of the labor force either part time or full time. Thus only a 
fraction of her total value of time is attributed to the production of health. In 
addition, women on average are able to produce health for her spouse more 
efficiently. For married women it is more likely to be positive than negative 
(Sindelar, 1982).  Thus, we expected a negative correlation for men married 
with spouse present while a positive correlation is expected for married 
women.  
 
In empirical health economic, it is hypothesized that externalities to 
the mother’s use of medical care within the family increases with the 
number of dependents. The number of children under 6 years old is used as a 
proxy because children at this age are clearly dependent on parents. It is 
predicted that number of children under six will have a greater positive 
effect on the women’s use of medical care than men. However there is also a 
possibility that as the number of children increases, so does the mother value 
of time.  An increase in the value of time can have several offsetting effects, 
with the net effect unknown a prior (Sindelar, 1982). Thus, a positive or 
negative correlation for number of children under six years old is expected.   
    
Besides, the number of members in the family is entered as an 
independent variable to determine the family size since the larger the family 
size, the greater the scope for externalities to be transferred to family 
members (Mccool, Kiker and Ng, 1995). However family size could also 
reduce the income per person and thus reduced the use of medical care 
(Sindelar, 1982). Thus, either a positive or negative correlation is expected.   
 
A patient seeking treatment for a medical condition typically initiates 
medical treatment. Individuals in poor health will use more medical care 
services than those in good health (Wedig, 1987; Fan, Li and Li, 2004). 
Health status variable (SICK) is included in the model and we expect a 
positive correlation. 
 
Variable AGE is the age of the individual. AGE proxies the decay of 
health capital in the model (Grossman, 1972). Individuals would desire to 
offset part of the reduction in health capital by increasing expenditure on 
medical care. Thus, we expect a positive correlation between age and 
expenditure on doctor’s care.     
 
Difference races have different beliefs, consumption patterns and 
perception on traditional medicine versus modern doctor care which might 
exert an impact in medical expenditure (Wedig, 1987; Fan, Li and Li, 2004). 
Variable BUMI is a dummy variable indicating if the individual is a 
Bumiputera. The correlation is expected to be either positive or negative. 






In empirical health economics, it is found that systematic differences 
exist between men and women.  On average women live longer than men. 
For this reason both medical equations above are estimated separately for 
men and women.      
The decision whether to use any care is estimated by Probit model below: 
              DC = α + β1 LY + β2 SL + β3ESP + β4ES+ β5NC + β6NF + β7 MRD  




          DC = Dummy variable equal one if an individual uses the doctor’s care 
during the survey year and 0 otherwise.   
          LY = The natural logarithm of monthly disposable income of 
individual which is the total personal income after tax and 
Employer Provident Fund Deductions 
          SL = Dummy variable equals to one if paid sick leave is available to 
an individual and 0 otherwise. 
         ESP = Dummy variable equals one if the expenditure is covered by 
employer – sponsored plans and 0 otherwise. 
          ES = Dummy variable equals one if the employment status is 
permanent or else 0.  
         NC  = Number of children below 6 years old in the family.  
         NF = Number of members in the family 
      MRD = Dummy variable equals one if an individual married with spouse 
present and 0 otherwise 
      SICK = Dummy variable equals one if an individual has poor health 
status and 0 otherwise. 
       AGE = Age of individual 
     BUMI = Dummy variable equals to one if an individual is a Bumiputera 
and 0 otherwise.  
 
 
The basic model to determine the medical care expenditure is:           
           
             LEDC = α + β1 LY  + β2 SL + β3ESP  + β4ES+ β5NC + β6NF + β7MRD + 
β8SICK   
                            + β9AGE + β10BUMI       (2) 
 where 
 
     LEDC = The natural logarithm of monthly expenditure on doctor’s care 
(outpatient care) which includes ancillary services and payment 
made by third party such as insurance, employee health plan and 
all other sources of payment excluding doctor’s care in hospital.  
          LY = The natural logarithm of monthly disposable income of 
individual which is the total personal income after tax and 
Employer Provident Fund Deductions 
          SL = Dummy variable equals to one if paid sick leave is available to 
an individual and 0 otherwise. 
         ESP = Dummy variable equals one if the expenditure is covered by 






          ES = Dummy variable equals one if the employment status is 
permanent or else 0.  
         NC  = Number of children below 6 years old in the family.  
         NF = Number of members in the family 
      MRD = Dummy variable equals one if an individual married with spouse 
present and 0 otherwise 
      SICK = Dummy variable equals one if an individual has poor health 
status and 0 otherwise. 
       AGE = Age of individual 
     BUMI = Dummy variable equals to one if an individual is a Bumiputera 
and 0 otherwise.  
 
V. Hypothesis of the Study 
 Based on the theoretical considerations mentioned in section IV, two 
hypotheses were  generated in this study as follows: 
H1:   Income, price of medical care, price of home care, externalities to the use 
of medical care, health status, age and race have statistical significant 
impact on the decision to seek outpatient care.   
H2 :  Income, price of medical care, price of home care, externalities to the use 
of medical care, health status, age and race have statistical significant 
impact on the outpatient care expenditure.   
 
 
VI. The Data and Region 
 The unit of analysis in this study is the individual who earns an 
income during the year of survey. The data for this study were collected 
using primary questionnaire. The questionnaire was administrated personally 
to 382 working individuals who were chosen using stratified random 
sampling basics so that the number of female is proportionate to male. Our 
sample consists of 190 female and 192 male.  
 
A survey was conducted in Kuching, Malaysia which lies on the 
Borneo Island. It ranks the 7th most densely populated regions in Malaysia 
with a population of 553,859 people, out of which 279,100 are male and 
276,200 are females.       
 
           The city has one government hospital which provides 736 beds and 5 
private hospitals, nursing and maternity homes which provides 234 beds.  
Being the city of Sarawak, and the most developed area in the Borneo region 
of Malaysia, Kuching is on her fast pave towards a modern city with an 
urban- based population of 85.5% in 2000 (Sarawak Year Book of Statistic, 
2006). The economic boom of the late 1980s and 1990s as well as the 
internal rural –urban migrations led by Iban and Bidayuh to the large service 
sector in the city has led to the explosion of urbanization. Greater 
opportunities in personal service work in urban city causes a change in the 
family relationship, marital status and life style (Hew, 2001). This 
transformation from an economy which is primarily of agriculture to an 






income, externalities to the use of medical care and price of home price to 
study medical care demand in the context of a modern economy.        
 
VII Empirical Result  
 Two hypotheses were generated in this study as stated earlier. The 
results of these tests and their interpretation are discussed below.  
 
Income has a statistical significant impact on the decision to seek 
care for both men and women. In the expenditure estimation, it is found that 
income has a significant impact for women while for men; it indicates a 
positive correlation though insignificant. This has led us to conclude that 
income has a greater significant impact on women compared with men. 
 
 It is revealed that the income elasticity of demand for outpatient care 
is 0.297 for men (Table 1) and 0.427 for women (Table 3). The income 
elasticity of demand of less than one implied that outpatient care is a 
necessity good in Malaysia. This is consistent with most of the empirical 
finding which revealed that medical care is an individual necessity and a 
national luxury.  
 
Our findings also revealed an interesting phenomenon where 
negative correlation is observed for both sick leave and employment status 
for women in both equations (Table 3 and Table 4). In empirical health 
economics, the real price of medical care is the direct expenditure plus the 
forgone opportunity cost of time. Thus, an often - stated explanation of 
women’s greater utilization of medical care is that women use more care 
than men because women have lower opportunity cost of time which reduces 
the composite price of medical care relative to men.  Consistent with many 
empirical findings, the negative significant correlation for sick leave in the 
decision to seek care equation leads us to conclude that women’s greater 
utilization of outpatient care in our study is not attributed to the lower price 
of time. While for men, the evidence to support the hypothesis that lower 
opportunity cost of time tends to increase medical demand is mixed with the 
positive and negative correlation for sick leave being observed in both 
equations. However the positive significant correlation for employment 
status leads to the inference that men with permanent employment job status 
have greater access to health coverage and flexibility in scheduling health 
care and thus tends to increase medical demand. 
 
For both medical equations, the coefficient for marital status is 
negative for men though insignificant (Table 1 and Table 2), while for 
women the correlation is positive and significant at ten percent confidence 
level in the expenditure model (Table 4). This provides some evidence to 
support the hypothesis that men can substitute home for medical care more 






In empirical health economics, externalities to the use of medical 
care are rooted on the traditional role of women as mothers and providers of 
health and home care. In our study, when family size is used as proxy to 
measure externalities, the positive significant correlation is obtained for 
men. However, for women, the correlation is negative in both estimations 
though insignificant. Thus, this interesting phenomenon leads to the 
inference that the changing role of women in a modern economy might 
produce opposing evidence for externalities to the wife’s use of medical 
care. Instead, the negative correlation for women implies that as family 
member increase, income per person decreases and this has an opposing 
effect on the demand for medical care.  
 
However when number of children under six years old is used as the 
proxy to measure externalities; for men, the evidence to support the 
hypothesis is mixed with positive significant correlation in the decision to 
seek care estimation and negative insignificant correlation in the expenditure 
estimation. For women, the positive significant correlation provides 
evidence to support the hypothesis. It leads to the inference that working 
women still play her role as a health provider to the children who potentially 
benefit from externalities as children at this age depend more on their 
mothers and this positive effect is greater for women than men as expected.   
 
Third party financing such as employer – sponsored fund has a 
statistical significant impact on medical demand for women while for men 
even though it has a statistical significant impact on the probability to seek 
care, the negative correlation in expenditure equation though insignificant 
has led us to conclude that the evidence to support the hypothesis is mixed.    
 
Table 1: The Probit Estimation for the Decision to Seek Care 
(Men) 
 
Variables Expected Sign Marginal Effects P value 
 
Natural logarithm of monthly personal 







Employer sponsored plan (ESP) + +0.3966 ***0.0003 
Sick leave (SL) +/- -0.029 0.7456 
Employment status (ES)  + +0.0611 0.6979 
Number of children below six years old 
(NC) 
+/- +0.1762 **0.0305 
Number of members in the family (NF)  +/- +0.0016 0.9498 
Married with spouse present (MRD) - -0.061 0.7366 
Health status (SICK)  + +0.0483 0.6128 
Age + +0.0086 *0.0865 
Race (BUMI)  +/- +0.0067 0.9425 
Notes :  1. ***, **,* indicate that the variables are significant at 1 %, 5% and 10 % level 
respectively. 
 2.The marginal effects that are reported in the table can be interpreted directly whereas 
direct Probit results cannot.  The calculations used in the transformation is : ∂p/ ∂xi= 
ƒ(ˆβx) βi  where ˆβ equals the vector of estimated coefficients, βi is the coefficient on xi, x 
equals the dependent variables calculated at their means, and ƒ(  ) equals the standardized 






Table 2: The Ordinary Least Square Estimation on Outpatient 
Expenditure (men) 
 
Variables Expected Sign Coefficient P value 
Natural logarithm of monthly personal 
disposable income (LY) 
+ +  0.1525 0.3077 
Employer sponsored plan (ESP) + -  0.0859 0.3744 
Sick leave (SL) +/- +  0.0117 0.9091 
Employment status (ES)  + + 0.4285 **0.0207 
Number of children below six years old (NC) +/- - 0.000513 0.9925 
Number of members in the family (NF)  +/- + 0.04493 *0.0857 
Married (MRD) - - 0.12423 0.4453 
Health status + + 0.29954 ***0.0031 
Age  + - 0.003325 0.4766 
Race (BUMI)  +/- + 0.17722 *0.0559 
R2                   : 21.57F statistic :   2.475    




Table 3: The Probit Estimation for the Decision to Seek care  (Women) 
Variables Expected Sign Marginal Effects P value 
Natural logarithm of monthly personal 
disposable income (LY) 
+ +0.4266 ***0.0034 
Employer sponsored plan (ESP) + +0.2421 ***0.0035 
Sick leave (SL) +/- -0.2319 **0.0242 
Employment status (ES)  + -0.0923 0.5555 
Number of children below six years old 
(NC) 
+/- +0.1550 **0.0392 
Number of members in the family (NF)  +/- -0.000009 0.9997 
Married (MRD) + +0.0329 0.8033 
Health status (SICK)  + +0.2372 **0.0339 
Age of individual (AGE) + -0.04469 0.4036 
Race (BUMI)  +/- -0.0528 0.5475 
Notes:  
1 ***,**,* indicate that the variables are significant at 1%, 5% and 10% confidence  level 
respectively. 
2. The marginal effects that are reported in the table can be interpreted directly whereas 
direct Probit results cannot. The calculations used in the transformation is : ∂p/ ∂xi= 
ƒ(ˆβx) βi  where ˆβ equals the vector of estimated coefficients, βi is the coefficient on xi, x 
equals the dependent variables calculated at their means, and ƒ(  ) equals the standardized 


















Table 4: The Ordinary Least Square  Estimation on Outpatient 
Expenditure ( Women)   
Variables Expected sign Coefficient P value 
Natural logarithm of monthly personal 
disposable income (LY) 
+ +  0.32632 **0.0120 
Employer sponsored plan (ESP) + + 0.0987 0.8942 
Sick leave (SL) +/- -  0.0874 0.3495 
Employment status (ES)  + -0.15565 0.2522 
Number of children below six years old 
(NC) 
+/- + 0.2781 0.6200 
Number of members in the family (NF)  +/- - 0.02354 0.9271 
Married (MRD) + + 0.24235 *0.0623 
Health status (SICK)  + +  0.1378 0.1129 
Age  + -  0.0024 0.6280 
Race (BUMI)  +/- + 0.10218 0.2131 
R2                   : 21.16 
F statistic :   2.95 
   
 
Notes : ** , * indicates that the variables are significant at  5% and 10 % level  respectively. 
 
Age has a statistical significant impact on probability to seek care for 
men at ten percent confidence level but the negative correlation in the 
expenditure equation though insignificant is inconsistent with Grossman 
theory. More than 92.2% of men in the sample are below 56 years old. At 
this range of age, it is found that outpatient expenditure does not increase 
with age and led us to conclude that evidence to support the hypothesis is 
mixed.  For women, age does not have a statistical significant impact on 
demand for medical demand and the negative correlation is inconsistent with 
Grossman’s theory. More than 97.4% of women in the sample are below 56 
years old. At this range of age, the outpatient care demand does not increase 
with age. An example of this is that women might utilize more medical care 
during the child bearing years.   
 
Health status has a positive significant impact on the demand for 
medical care for men and women. 
 
Race has a more significant impact on men than women where the 
insignificant positive and negative correlation is observed in both 
estimations. The study inferred that Bumiputera men demand more 
outpatient care than non - Bumiputera men.    
             
VIII Policy Implementation and Recommendations 
 
 Malaysia health care services is a mix of public and private health 
services and is conceptually sound as Malaysia has a health status which is 
almost as good as other more industrialized countries with low infant 
mortality rate and high life expectancy.   However the health care 
expenditure amounting to 3.8 percent of the Gross Domestic Product is 
woefully low and well below the recommendations of World Health 
Organization of 4% - 8% and many of its weakness is rooted in the 






      
  While the results of our study indicate that characteristics of the 
family are important determinants of medical care demand, the descriptive 
analysis provide ample evidence to reveal the impact of women’s education 
level on marital status as well as number of children in the family. Thus, the 
changes in the characteristic of the family brought by the changing role of 
women in the society are considerations which become increasing important 
in the formulation of health care policy in the country as she moves towards 
a modern economy. 
 
Our estimation results also indicate that income has a statistical 
significant impact on the demand for outpatient care. The positive 
significant coefficient of less than one infers that outpatient care is a 
necessity in Malaysia. The important implication of the nature of a necessity 
good to the policy maker is that public involvement is essential and should 
be emphasized. It might be unwise to dismantle the public health care sector 
out of an obsessive faith that market – based solution will invariably deliver 
higher efficiency and lower unit cost.  One important similarity among 
health care policies in modern economics is that no modern economy treats 
health care as an ordinary commodity which is subjected to the free interplay 
of supply and demand in the market. No matter how committed the country 
is in general to the ideas of free market and capitalism, government still 
plays a major role in health care. Thus, our study infers that privatization of 
the health services might not be appropriate response to increasing health 
care cost and other problems.  
 
Besides, it is evidenced from our study that even though employer-
sponsored plan provide greater access to outpatient care for their employees; 
our descriptive analysis revealed that employer sponsored plan is positively 
correlated with employment status, income and negatively correlated with 
age. This implied that individuals with permanent employment status and 
earns a higher income have greater access to rasp the benefit of third party 
financing than whose who are old or those who work on a temporary basic 
and earn less income.  
 
Our findings also revealed that demand for outpatient care is 
triggered by the onset of an episode of illness. Seldom do individuals seek 
medical care unless there is at least a perceived illness. As health for all 
should be the central feature of any health care system, any consideration for 
the implication of the health care policy should place emphasis on those who 
are poor and sick so as to achieve equity and equality in the utilization of 
health services. 
 
In view of all these, our study suggest that greater cost sharing for 
health care  between government through allocation from its consolidated 
fund and public through mandatory regulation contribution by establishing a 
National Health Financing Scheme is a feasible proposal. Mandatory regular 






and between the healthy and the ill can protect a household from 
unexpected, urgent out of pocket expenditure.  Besides, in Malaysia, private 
individual insurance provides very limited coverage for outpatient care for 
instance for certain medical card holder, he has to undergo treatment for 
more than eight hours in order to be eligible for the outpatient claims. Thus, 
the setting up of a non profit and community – rated health insurance which 
is wholly owned by the government will ensure that the total cost of health 
care is averaged out over the entire population. Besides, it also provide 
universal coverage as well as avoid inequality or selection bias which occur 
in the case of employer sponsored plan and private insurance where those 
who are poor and sick are often excluded. 
 
IX Conclusion  
The findings provide insight to study medical care demand in a modern 
economy. It reveals that income, price of medical care, price of home care, 
externalities, health status, age and race are important determinants of medical 
care demand. It infers that the determinants for medical demand differ 
between men and women and support the argument for estimating medical 
equation separately. The income elasticity of less than one reveals that 
outpatient care is a necessity good. In view of the economic, social and 
demographic changes that Malaysia is undergoing, it is concluded that our 
finding has significant implication for the formulation of health care policy in 
the country.  
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